DID EBAY IRREPARABLY INJURE TRADEMARK LAW?
Mark A. Lemley* In eBay v. MercExchange, 1 the Supreme Court held that patent owners were not automatically entitled to an injunction when they won their cases. Relying on the patent statute, which provides that courts "may grant injunctions in accordance with the principles of equity," 2 the Court held that courts should consider four traditional equitable factors on a case-by-case basis before deciding whether to grant an injunction. 3 Copyright courts quickly followed suit, applying the same four-factor test. 4 More recently, three circuits have held that the same four factors govern the grant of trademark injunctions, 5 pointing to statutory language similar to that in the patent and copyright statutes. 6 A number of scholars have questioned the eBay result, either as a matter of history 7 or on policy grounds. 8 That is not my intent here. The conclusion that injunctions are not automatic seems an unexceptional reading of the relevant statutes. Even accepting the criticism that the Court cobbled together the four-factor test, which wasn't well-established as a separate test, it certainly seems to capture the factors courts in equity cases have used in the past in deciding whether to grant injunctions in various areas of law. 9 And the results in patent cases have been salutary as a policy matter, allowing courts to deny injunctions to non-practicing entities that sought injunctions only to hold up defendants while still granting injunctions to those who need it. 10 I think that eBay was a good-indeed, great-development in patent and copyright law.
Trademark, however, is different. The purposes of trademark law-and whom it benefits-should lead us to treat trademark injunctions differently than patent and copyright injunctions. Further, trademark courts have misinterpreted eBay, treating each of the four factors as a requirement rather than a consideration. That is a particular problem in trademark law, where proof of future injury can be elusive. And perhaps most remarkably, courts have expanded eBay in trademark cases at the same time they have denied damages relief, with the result that trademark owners can and do win their case only to receive no remedy at all. 11 The result is a very real risk that courts will hurt rather than help consumers by allowing confusion to continue.
eBay is about the application of equity. Trademark cases should take account of the true equities of trademark cases, not simply cement the eBay factors into a rule. Doing so will not mean that trademark owners always win injunctions, but it should make it more common, at least in the core cases in which confusion is a real risk. And doing so will remain true to the core insight of eBay, which is that context matters.
I. EBAY AND TRADEMARK INJUNCTIONS
The decision whether to grant an injunction has long been a matter of discretion for courts of equity. Before 1938, when courts sat separately in law 9 For a general discussion of those factors, see DOUGLAS LAYCOCK, MODERN AMERICAN REMEDIES (4th ed. 2010). Gergen et al. point out that the four-factor test traditionally applied to preliminary, not permanent, injunctions, see Gergen et al., supra note 7, at 208-09, but many of the same factors in the preliminary injunction test have long been considered relevant in deciding whether to grant permanent injunctions as well.
10 See, e.g., DAN L. BURK & MARK A. LEMLEY, THE PATENT CRISIS AND HOW THE COURTS CAN SOLVE IT 138-39 (2009) (describing eBay as a successful example of industry-specific policy levers); Colleen V. Chien & Mark A. Lemley, Patent Holdup, the ITC, and the Public Interest, 98 CORNELL L. REV. 1, 10-11 (2012) (showing that practicing entities usually win injunctions after eBay, but that non-practicing entities rarely do); Christopher B. Seaman, Permanent Injunctions in Patent Litigation After eBay: An Empirical Study, 101 IOWA L. REV. 1949 REV. , 1949 REV. (2016 (finding that "operating companies who compete against an infringer still obtain permanent injunctions in the vast majority of cases . . . . In contrast, non-competitors and other non-practicing entities are generally denied injunctive relief."); cf. 11 See infra note 82 and accompanying text.
and equity, 12 only equity courts could grant injunctive relief. Even after the merger of law and equity, the federal courts have considered various factors in deciding whether an injunction was appropriate. Those factors have included the adequacy of legal remedies in the form of damages, the hardship an injunction (or its denial) would work on both parties, and the public interest. 13 While Doug Laycock has demonstrated that none of these factors are any longer prerequisites to injunctive relief, 14 they are factors that courts have long considered in the exercise of their discretion. 15 Except, that is, in IP law. IP cases before 2006 nominally applied these various equitable factors, but they almost always concluded that the equitable factors supported an injunction. Courts in patent, copyright, and trademark cases concluded that irreparable injury did not have to be shown but could be presumed from the act of infringement. 16 And courts similarly concluded that as a matter of policy the public interest favored the enforcement of IP rights. 17 The result was that in IP cases, if you won your case, you were entitled to an injunction-not quite as a matter of right, but as a practical matter. Between 1984 and 2006, for instance, the Federal Circuit never once denied an injunction to a prevailing patentee. 18 Trademark cases similarly presumed that an injunction was the appropriate remedy in the large majority of cases. 19 eBay changed that. IRREPARABLE INJURY RULE 118-32 (1991) . 15 See generally LAYCOCK, supra note 9. 16 See, e.g., McDonald's Corp. v. Robertson, 147 F.3d 1301 , 1310 (11th Cir. 1998 Tally-Ho, Inc. v. Coast Cmty. Coll. Dist., 889 F.2d 1018 , 1029 (11th Cir. 1989 ) ("It is generally recognized in trademark infringement cases that (1) there is not [an] adequate remedy at law to redress infringement and (2) infringement by its nature causes irreparable harm." (internal quotation marks omitted) (quoting Processed Plastic Co. v. Warner Commc'ns, 675 F.2d 852, 858 (7th Cir. 1982) 
)).
17 See Celsis in Vitro, Inc. v. CellzDirect, Inc., 664 F.3d 922, 931 (Fed. Cir. 2012); Sanofi-Synthelabo v. Apotex, Inc., 470 F.3d 1368 , 1383 (Fed. Cir. 2006 .
18 See Mark A. Lemley & Carl Shapiro, Patent Holdup and Royalty Stacking, 85 TEX. L. REV. 1991 , 2036 Am., 920 F.2d 187, 196 (3d Cir. 1990 ))); Century 21 Real Estate Corp. v. Sandlin, 846 F.2d 1175 , 1180 (9th Cir. 1988 ) (referring to injunctive relief as "the remedy of choice" in trademark cases). For a discussion of the history, see Peter J. Karol, Trademark's eBay Problem, 26 FORDHAM INTELL. PROP., MEDIA & ENT. L.J. 625 (2016). principles of equity." 20 "May" is not "must." Accordingly, the Court held that injunctions in patent cases were not automatic. Rather, whether a patentee should receive an injunction should depend on a case-by-case analysis of four traditional factors: (1) whether the plaintiff would suffer irreparable injury if the infringement continued; (2) whether the plaintiff had an adequate remedy at law; (3) the balance of the hardships imposed by granting or denying the injunction; and (4) the public interest. 21 Courts could not simply presume that a factor favored the patentee; patentees had to provide evidence on the factors. While some commentators have (correctly) observed that this four-factor test was not traditional in equity, 22 each of the factors the Court identified were in fact traditional considerations courts use in deciding whether to grant injunctions in other areas of law. 23 While eBay was a patent case, its reasoning was not limited to patent law. Several circuits have applied eBay to copyright cases, based on a copyright statute that did not specifically invoke equity but that made it clear courts had discretion whether to grant injunctions. 24 The Lanham Act remedies statute is a hybrid of the patent and copyright statutes. It provides that a court "shall have power to grant injunctions, according to the principles of equity and upon such terms as the court may deem reasonable." 25 (2012) . For an argument that despite the similarity in language, the legislative history of the trademark statute counsels a different result than in patent, see Karol, supra note 19, at 669-86. 26 522 F.3d 1211 (11th Cir. 2008 ).
Act, we conclude that the Supreme Court's eBay case is applicable to the instant case. 27 Nonetheless, the court did not expressly hold that eBay applied, instead remanding the issue for consideration by the district court in the first instance.
The Ninth Circuit actually held that eBay applied to preliminary trademark injunctions in Herb Reed Enterprises, LLC v. Florida Entertainment Management, Inc. 28 Quoting eBay, the Court said:
The same principle applies to trademark infringement under the Lanham Act. Just as " [n] othing in the Patent Act indicates that Congress intended such a departure," so too nothing in the Lanham Act indicates that Congress intended a departure for trademark infringement cases. Both statutes provide that injunctions may be granted in accordance with "the principles of equity." 29 The Ninth Circuit went further in dictum, suggesting that its rule applied to permanent injunctions as well: "[W]e held that likely irreparable harm must be demonstrated to obtain a preliminary injunction in a copyright infringement case and that actual irreparable harm must be demonstrated to obtain a permanent injunction in a trademark infringement action." 30 The Third Circuit has followed Herb Reed in a Lanham Act false advertising case, rejecting the presumption of irreparable harm as inconsistent with eBay. 31 The First Circuit has also followed suit in a preliminary injunction case, although arguably in dictum. 32 Judge Wallace, concurring in Herb Reed, emphasized that the case applied only to preliminary, not permanent, injunctions. 33 Nonetheless, the Ninth Circuit has taken the applicability of eBay to permanent injunctions as 27 Id. at 1228 (citation omitted settled law. 34 The Second Circuit has, without mentioning eBay, applied some of its factors to permanent injunctions, noting that "the competing equities do not always favor a senior user that has shown infringement," particularly if the defendant acted in good faith and an injunction would destroy its own goodwill (the balance of the hardships factor). 35 And the logic of Axiom and Herb Reed seems to apply equally to preliminary and permanent injunctions after eBay. eBay itself involved a permanent injunction, after all. The Tenth Circuit has noted but refused to decide the question. 36 No circuit courts have refused to apply eBay in trademark cases, though some district courts have done so. 37 The Supreme Court in Winter seemed to think eBay applied to all cases, whether or not they involved IP. 38 eBay seems to be here to stay in trademark law.
II. THE LIMITS OF ANALOGY: WHEN IS A TRADEMARK NOT LIKE A PATENT?
The courts that have applied eBay to trademark cases have taken the similarity of the patent, copyright, and trademark remedies statutes and the fact that they are all IP laws as a reason the same rules should apply. And at one level that makes sense. The statute does not provide that injunctions should be mandatory. Rather, it suggests that traditional equitable rules should govern the decision. And that is all that eBay really holds.
eBay is supposed to be about case-by-case analysis that is sensitive to the context of the demand for an injunction. But the courts that have extended eBay to trademark cases have not paid sufficient attention either to the casespecific nature of the eBay rule or to the ways trademark law differs from patent and copyright law. Four such differences are apparent in the cases.
A. They're More Guidelines than Actual Rules 39
First, the courts that have refused to apply a presumption of irreparable injury in trademark cases in the wake of eBay have not stopped there. Rather than merely conclude that a plaintiff must produce evidence of irreparable injury in order to show irreparable injury, they have taken a significant further step, concluding that a plaintiff must produce evidence of irreparable injury in order to obtain an injunction. Herb Reed is most explicit on this point, hold- ing that "irreparable harm must be demonstrated to obtain a permanent injunction in a trademark infringement action." 40 The difference may seem subtle, but it is critical. A four-factor balancing test, properly understood, is one in which the courts would collect evidence on four different factors, consider which factors favor each side, and then weigh the overall factors together to reach a decision in the case as a whole.
That's what happens in copyright's fair use doctrine, for instance-another four-factor test in IP cases. 41 A party might win a fair use case despite having prevailed on only two or three of the four factors. 42 But that is not what Herb Reed does. It converts irreparable injury-and, by implication, each of the other four eBay factors-into a requirement for injunctive relief. A plaintiff in the Ninth Circuit that wants an injunction must show that it wins on all four of the factors or it will lose.
That's not what eBay had in mind. True, the opinion does say, perhaps infelicitously, that a plaintiff "must demonstrate" that it satisfies each of the four factors. 43 But the Court went on to criticize not only the Federal Circuit for refusing to apply those factors, but the district court for applying them in a rigid, categorical way. As the Court put it, "traditional equitable principles do not permit such broad classifications." 44 Instead, the Court was explicit that courts should decide entitlement to an injunction based on a case-bycase consideration of the relevant factors, and that there were no hard-andfast rules. That was confirmed more clearly in Winter v. Natural Resources Defense Council, Inc., 45 where the Court insisted on weighing each of the four equitable factors against each other. Herb Reed converts what were meant to be guidelines into actual rules. In doing so, it precludes injunctions even when both the balance of the hardships and the public interest strongly favor them. It reintroduces irreparable injury as a gatekeeper requirement, something equity courts have spent two decades moving away from. 46 And as I note below, it opens up the possibility that a prevailing plaintiff will receive no remedy at all.
B. Problems of Proof
Herb Reed's elevation of irreparable injury from a consideration into a requirement is made even more problematic by the difficulty trademark owners will have in providing evidence of irreparable injury.
Irreparable injury is a slippery concept to begin with, not least because eBay suggests it ought to be distinguished somehow from the second factor, the absence of an adequate remedy at law. I confess that I don't see any logical way to distinguish these two. An "irreparable" injury is one that cannot be undone or compensated for. If money damages are an adequate legal remedy, the injury is not irreparable-it can be repaired. Conversely, if the injury cannot be compensated, it is irreparable. 47 For that reason, in practice the two factors tend to stand or fall together in patent and copyright cases.
But how are we to know whether money damages provide an adequate remedy? In tort law some injuries may truly be irreparable (death or maiming, for instance). But that seems less likely in business cases. I doubt there are very many circumstances in which an IP owner whose rights had been infringed wouldn't be satisfied with some amount of money. Does that mean that no IP injuries are truly irreparable? In practice, patent and copyright cases have tended to focus not on whether there was any amount of money that would satisfy the plaintiff, but instead on whether circumstances make it hard to accurately calculate the right amount of money. Thus, patent courts tend to grant injunctions in suits between competitors, not because it is impossible to compensate for infringement by competitors but because it is very hard to reconstruct what would have happened in the but-for world in which infringement did not occur. 48 Patent trolls, by contrast, tend not to be able to show irreparable injury because their interest in enforcing the patent is financial, and so can be satisfied by money. 49 When copyright courts grant 47 One possible point of distinction is the limitation of the second factor to adequate remedy at law. If we take that language literally as a modern reinvocation of the law-equity distinction, rather than as a bit of history that justified the jurisdiction of the equity rather than law courts, one can imagine circumstances in which monetary but equitable remedies like restitution or unjust enrichment are sufficient to repair the injury, but because they are equitable there is no adequate remedy "at law." But that strikes me as hair-splitting, and I don't know of any courts since eBay that have distinguished the traditional nature of the monetary remedy in considering the second factor.
48 See Chien & Lemley, supra note 10, at 9-12 (analyzing how practicing companies are far more likely to receive an injunction than patent assertion entities).
49 See id. at 11-13. That does beg the question of whether we are any better at calculating reasonable royalties for licenses than we are at reconstructing the but-for world. injunctions in non-competitor cases, it is generally because they believe there is some sort of reputational harm to the plaintiff, the value of which would be hard to determine. 50 It might seem that both of those factors are present in most trademark cases. The typical trademark case involves a suit against a competitor in which the plaintiff proves that consumers are likely to be confused in a way that affects either their purchasing decisions or at least the plaintiff's reputation. That confusion cannot be undone by the payment of money damages. And while there might be an amount of money sufficient to compensate the plaintiff for lost customers or reputational injury, it is hard to know how to begin calculating that amount. 51 Further, the problems of proof are greater in trademark cases than they tend to be in patent and copyright cases. The whole concept of goodwill is extremely hard to quantify. By definition, many consumers who are confused don't know they are confused. That means that it can be hard to know exactly how much damage infringement has caused, either in terms of diverted sales or in injury to reputation. We can't just assume all of a defendant's sales result from confusion, because that will often be untrue. Nor can we assume that the harm to the plaintiff's reputation from confusion is limited to diverted sales, because some people may be confused about source in a way that affects their perceptions of the brand even though they don't ultimately change their purchasing decisions. 52 So it might seem that proof of consumer confusion-at least product or source confusion-is pretty good evidence of injury to the plaintiff that will be hard to calculate and compensate for. 53 Nonetheless, some (though not all) courts have been unwilling to use the fact of consumer confusion as evi- ("[T] rying to use dollars to 'compensate' after the fact for damage to business goodwill and reputation cannot constitute fair or full compensation. Damage to business reputation and good will is inherently 'irreparable.'" (footnote omitted)).
52 Elsewhere I have been skeptical of many claims of confusion as to sponsorship or affiliation. See Mark A. Lemley & Mark McKenna, Irrelevant Confusion, 62 STAN. L. REV. 413 (2010) . But the fact that many instances of confusion as to affiliation don't affect consumer purchasing decisions doesn't mean that none do, nor that confusion as to product source can't have more significant effects. But cf. id. at 427-37 (discussing studies of consumer confusion and finding that "any harm to producers from confusion about . . . affiliation is quite attenuated"); Mark P. dence of irreparable injury. The Ninth Circuit again takes the strongest position. Herb Reed held that proof of consumer confusion alone was insufficient without separate evidence of irreparable injury. 54 It did agree that "[e]vidence of loss of control over business reputation and damage to goodwill could constitute irreparable harm," but demanded factual findings to support that evidence beyond the proof of consumer confusion necessary to establish liability. 55 Otherwise, the court worried that "[t]he practical effect of the district court's conclusions, which included no factual findings, is to reinsert the now-rejected presumption of irreparable harm based solely on a strong case of trademark infringement." 56 Other courts disagree, however. The Eleventh Circuit held in Commodores Entertainment Corp. v. McClary 57 that evidence of consumer confusion could also support a finding of irreparable injury: [T] he Supreme Court in eBay did not hold that the same evidence proffered to support a likelihood of success on the merits cannot be proffered to determine a likelihood of irreparable harm. Rather, it held that the district court should grant injunctions consistent with "traditional principles of equity."
In the present case, the district court went beyond merely presuming irreparable harm; it also made a factual finding. The district court relied on CEC's previously proffered evidence as to a likelihood of confusion to support a finding that there was a likelihood of irreparable harm. Specifically, the district court found that CEC "demonstrated a sufficient likelihood of consumer confusion, evidenced by the general public mistaking [Appellants'] The Sixth Circuit has gone further, holding in an unpublished decision after eBay that while the plaintiff must show irreparable injury, "a likelihood of confusion or possible risk to the requesting party's reputation satisfies the irreparable injury requirement." 59 That approach would always establish irreparable injury in a trademark infringement case. 60 The Ninth Circuit's worry seems driven by the fact that trademark law requires proof of consumer confusion as part of the liability case, while patent and copyright law don't. It is true that the same evidence needed to show infringement in a trademark case is also evidence that supports irreparable injury. But that fact shouldn't cause us to ignore or discount that evidence when it comes to remedy. 61 And if we do discount evidence of likely consumer confusion, plaintiffs will end up having a very hard time showing irreparable injury. After all, the thing that makes the injury hard to calculate and compensate is the fact that consumers are confused. Take that away, and it is not clear what a plaintiff can show that will meet the Ninth Circuit's standard. 62 Allowing that evidence to suffice might in fact create an effective presumption of irreparable injury in some trademark cases. But that might not be a bad thing. 63 If the evidence is of actual confusion as to product or source, rather than dubious evidence about beliefs as to affiliation, that evidence likely does establish an injury that is hard to calculate or compensate with money damages. 64 Limiting the evidence of irreparable injury to strong rather than borderline cases of confusion would be consistent with the original intent of eBay, which was to create a balancing test rather than separate 59 Lucky's Detroit, LLC v. Double L, Inc., 533 F. App'x 553, 555 (6th Cir. 2013) (citing Wynn Oil Co. v. Am. Way Serv. Corp., 943 F.2d 595, 608 (6th Cir. 1991)).
60 The Fifth Circuit seemingly endorsed the presumption of irreparable injury after eBay, despite the fact that it had no such presumption before eBay. See Abraham v. Alpha Chi Omega, 708 F.3d 614, 626-27 (5th Cir. 2013) . But because that case involved laches, not an affirmative case for injunctive relief, the statement was dictum. Id. at 618.
61 See Claeys, supra note 7, at 827 (noting the complex, "symbiotic" relationship between IP rights and IP remedies). Even Sandy Rierson, who believes eBay properly eliminated the presumption of irreparable injury, acknowledges that "[i]n the traditional trademark infringement case-one in which the defendant 'passes off' his goods as those of the plaintiff-this remedial presumption intuitively makes sense." Rierson, supra note 53, at 165. Her concern, which I share, is with the expansion of trademark law beyond those bounds. factors. 65 Here, the strength of the merits case can be considered in the mix. 66 Focusing on the type of confusion and the strength of the evidence may also provide a way to lessen the harm done by overreaching trademark laws without changing the substantive law itself. Even if trademark law's definition of confusion has gotten out of control, 67 the law of remedies can still distinguish between strong trademark cases and more dubious ones.
C. Does Every Wrong Have a Remedy?
As noted above, the concepts of irreparable injury and the lack of an adequate remedy at law are inextricably intertwined. At a minimum, therefore, the idea that the plaintiff has not suffered irreparable injury and has an adequate remedy at law seems to presuppose that the plaintiff will actually receive that legal remedy. The question is not a fatuous one-could a court provide a remedy to the plaintiff?-but a practical one: will it?
Trademark law is, however, much more reluctant to award damages than any other area of IP law. The patent statute requires that a successful plaintiff receive no less than a reasonable royalty, 68 and the Federal Circuit has held that that cannot be a nominal amount. 69 Design patent law requires disgorgement of the defendant's entire profits from infringement. 70 Copyright and trade secret law permit the plaintiff to recover either their own 65 See supra Section II.A. 66 That is expressly done at the preliminary injunction stage, where the four-factor test incorporates the plaintiff's likelihood of success on the merits in the injunction analysis. See eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388, 392 (2006) . One difference between preliminary and permanent injunctions is that preliminary injunctions involve the same judge assessing both likelihood of success and harm, so they may be more likely to stand or fall together. A permanent injunction may issue after a jury finding of confusion, by contrast, and it is possible that the judge and the jury see the likelihood of injury-causing confusion differently. § 289 (2012) . The Supreme Court has held that "the infringing article" for which profits are to be awarded may sometimes be less than an entire product. See Samsung Elecs. Co. v. Apple Inc., 137 S. Ct. 429, 435-36 (2016) . But in either event an award of some profits is mandatory. See Mark A. Lemley, A Rational System of Design Patent Remedies, 17 STAN. TECH. L. REV. 219 (2013) (discussing the history of § 289, which was written to reject an award of only nominal damages in design patent cases). losses or the defendant's gains from infringement, whichever is greater. 71 And copyright law also often permits a plaintiff that has a hard time proving significant damages to choose instead to recover a set minimum in the form of statutory damages. 72 Trademark law, by contrast, does not treat recovery of either plaintiff's losses or defendant's gains as an automatic entitlement. A plaintiff that can prove identifiable lost sales from trademark infringement can generally recover the losses occasioned by those sales, though a significant majority of successful trademark cases nonetheless deny an award of damages. 73 But showing lost sales requires proof of actual, not merely likely, confusion. 74 An award of defendant's profits is traditionally limited to cases in which the defendant is adjudged a willful infringer. 75 That is still the rule in most circuits, though some circuits have read a change in the damages statute when trademark dilution law was added to inadvertently overturn that rule. 76 Before 1996, 15 U.S.C. § 1117(a) provided: When a violation of any right of the registrant of a mark registered in the Patent and Trademark Office, or a violation under section 1125(a) of this title, shall have been established in any civil action arising under this chapter, the plaintiff shall be entitled, subject to the provisions of sections 1111 and 1114 of this title, and subject to the principles of equity, to recover (1) defendant's profits, (2) any damages sustained by the plaintiff, and (3) Trademark dilution law itself is even more explicit, allowing monetary recovery only if infringement was willful. 77 That means that in trademark cases, unlike other IP cases, it is not only possible but common to win your case and still not be awarded money. 78 Indeed, a recent report by Lex Machina evaluating all trademark cases since 2009 finds that damages are rare in contested cases. 79 Thus, even if injury to the plaintiff could be calculated, courts applying the eBay framework cannot simply assume the plaintiff has an adequate remedy at all. Quite often they don't.
Unfortunately, courts applying eBay in trademark cases have not taken account of this difference. Courts deny injunctive relief without considering whether or not the plaintiff will be entitled to recover money damages instead. That is the approach in the Ninth Circuit, for instance, since adequate remedy at law need not be considered unless the plaintiff can show evidence of irreparable injury beyond mere proof of consumer confusion. The result is that sometimes plaintiffs win their cases but are awarded exactly nothing-no damages and no injunction. 80 As the leading scholar on reme-
The resulting statute reads: When a violation of any right of the registrant of a mark registered in the Patent and Trademark Office, a violation under section 1125(a) or (d) of this title, or a willful violation under section 1125(c) of this title, shall have been established in any civil action arising under this chapter, the plaintiff shall be entitled, subject to the provisions of sections 1111 and 1114 of this title, and subject to the principles of equity, to recover (1) defendant's profits, (2) any damages sustained by the plaintiff, and (3) the costs of the action.dies put it, "To deny all remedy is to deny the right itself." 81 That wasn't the purpose of eBay.
D. Perpetuating Confusion
If a prevailing plaintiff can nonetheless get neither an injunction nor damages in a significant number of trademark cases, one might wonder why they should bother filing suit against trademark infringement. If trademark owners won't have any remedy against non-willful infringement, they may stop bringing such suits altogether. And that points to the final problem with the application of eBay in trademark cases: it is not just trademark owners but also the public who stand to lose from the current interpretations of the eBay rule.
Trademark owners are the only ones given standing to enforce the law because they have the most concentrated interest in doing so. But they are not the intended beneficiaries of the law, or at least not the only ones. The point of trademark law is to prevent consumers from being confused. 82 The purpose of doing that, in turn, is to promote the orderly functioning of markets by preventing consumer confusion that undermines confidence in product quality and purchasing decisions. 83 The public interest in not being confused presents the most significant conflict between eBay and trademark law. If patent and copyright law ultimately serve the public interest, they do so by compensating creators and therefore leading to more creation. Rewarding patent and copyright owners within reasonable bounds is the point of those statutes. Trademark law, by contrast, is not about rewarding trademark owners or encouraging the creation of new marks. It is about preventing consumers from deception. 84 Denying injunctive relief in trademark cases, then, is significantly worse for the public than denying it in patent or copyright cases. 85 If a patentee or copyright owner wins her case but doesn't get an injunction, she gets money damages instead, and she therefore recoups her investment in creation. Others are encouraged to create, and the work itself is more widely disseminated than if an injunction were in place. By contrast, if a trademark owner wins its case but doesn't get an injunction, as noted above, it might or might not get money damages. But even if it does, the defendant gets to keep confusing consumers. Consumers continue to make purchases under false pretenses and either blame the trademark owner or become less likely to trust anything in the market thereafter. The public loses even if the courts find a way to compensate the trademark owner for the loss of its goodwill. 86 The same is true of preliminary injunctions, which are more important in trademark cases than they are in most other types of IP. 87 If a plaintiff has a strong case, allowing the defendant to continue using the mark pending trial will not only cause harm that may never be compensated and confuse more consumers, but may actually create divergent beliefs in different sets of consumers. If two different companies are allowed to call their shirts Azalea for years, for instance, those who buy from the defendant may come to associate the mark with the defendant, not the plaintiff. Even if the court orders a permanent injunction after trial, preventing further confusion among new consumers or the plaintiff's existing consumers, doing so may actually increase confusion among the defendant's consumers. That is one reason that preliminary injunctions are often the main focus of trademark cases. 88 Application of the eBay factors in trademark cases seems focused on the past-requiring proof of likely future harm based on proof of past harm. But trademark injunctions should be forward-looking, not backward-looking. The goal of trademark law is to prevent ongoing confusion. A focus on past harm isn't consistent with that.
The thing that makes competition unfair, rather than just competition, is the deception of consumers that diverts sales to the infringer.
85 The Second Circuit recognized this in Guthrie Healthcare System v. ContextMedia, Inc., 826 F.3d 27, 50 (2d Cir. 2016) , noting:
[T]he equitable interests to be considered in fashioning an injunction are not only those of the parties to the litigation. An important beneficiary of the trademark system is the public. The public has a great interest in administration of the trademark law in a manner that protects against confusion. . . . The public interest would undoubtedly be better served by the elimination of this confusion. 89 Trademark law has always sat uneasily within the canon of IP regimes. Its purposes and approaches are different than patent, copyright, and trade secret law. 90 So maybe we should treat eBay as an IPspecific rule and simply declare trademark law a different thing than other forms of IP. 91 Presumably this approach would still consider things such as the balance of hardships and the public interest, at least in preliminary injunction cases. I confess Karol's approach has its attractions as a matter of history and trademark policy. But I think it is unlikely to work in practice. The strong trend in the circuits is to apply eBay in trademark cases, and the facts that the statute is so similar to the patent statute and the equitable factors are ones that were theoretically always being applied mean that courts are unlikely to buck that trend. While Karol makes a pretty good case that Congress didn't intend to deny injunctive relief in trademark cases, 92 I think he is fighting an uphill battle.
Applying eBay to trademark cases need not mean, however, that courts need to ignore the fundamental differences between trademarks and other forms of IP. Far from it. The whole point of eBay was that courts should consider the circumstances of each case in deciding whether to grant an injunction. Applying eBay as it was meant to be applied means taking account of those differences, not ignoring them.
To begin, the Ninth Circuit's "you must show evidence of all four factors" approach has to go. It isn't how we apply any other multifactor test in IP law. Copyright defendants don't have to win all four fair use factors to prevail on the defense, and no court has said that trademark plaintiffs lose unless they prove that each and every factor supports them. It is inconsistent with eBay and with the history of equity jurisprudence, and it leads courts to refuse injunctions when they are clearly the best option. No other circuit should follow Herb Reed, and the Ninth Circuit should revisit it at the earliest opportunity. If it doesn't, the Supreme Court will likely reject the Ninth Circuit's approach out of hand when it next considers the issue. 93 Once we understand that the four eBay factors really are factors to consider, not requirements, courts can and should take account of the considerations I discussed in the last section. 94 They should be open to evidence of consumer confusion, loss of goodwill, and likely diverted sales as proof of irreparable injury. Indeed, they might even be willing to treat harm to consumers rather than to the plaintiff as the irreparable harm on which the law should focus. They should not simply assume trademark law will compensate for lost sales when the evidence suggests otherwise. And most importantly, they should recognize that trademark law is ultimately designed to serve public, not simply private, interests, and that the public interest in not being confused often demands injunctive relief. 95 Those considerations all tend to support granting injunctions in traditional trademark cases. So my approach shares much with Karol's suggestion that the courts simply not apply eBay. Much, but not all. Applying eBay properly has the advantage that courts can consider individual circumstances that make a trademark injunction inappropriate. Courts might decide, particularly at the preliminary injunction stage, that the hardship to interrupting an existing advertising campaign is too great, particularly if the plaintiff's case looks weak. They can use the irreparable injury doctrine as a vehicle to consider whether a particular use of a mark injures the trademark owner at all. That is especially important in sponsorship and affiliation cases, where the 93 See Winter v. Nat. Res. Def. Council, Inc., 555 U.S. 7, 24, 32 n.5 (2008) ("In each case, courts 'must balance the competing claims of injury and must consider the effect on each party of the granting or withholding of the requested relief.' . . . We find that th[e defendant's] interests, and the documented risks to national security, clearly outweigh the harm on the other side of the balance." (quoting Amoco Prod. Co. v. Vill. of Gambell, 480 U.S. 531, 542 (1987) )).
94 See supra Section II.D. 95 Arguably courts are in practice taking these lessons to heart. Peter Karol finds no drop in the percentage of cases granting injunctive relief after eBay. Karol, supra note 19, at 651-52. Because the adoption of eBay has been uneven, however, it is hard to know how much to make of this data. Widespread adoption of Herb Reed, for instance, could well result in a significant decline in trademark injunctions. claim often boils down to "you made reference to me" rather than "you confused consumers with respect to something they care about." 96 And they can consider not only the public interest in not being confused, but also the public interest in fair competition by non-confusing marks and its interest in having access to parodies, commentaries, satires, and games that make reference to trademarks in popular culture. eBay provides a lever courts can use to reduce the burden an expansive vision of trademark law imposes on speech about popular culture. The result might be that injunctions are common in classic-style consumer confusion cases involving plaintiffs and defendants selling similar or related goods, but much less common when the parties are in widely divergent markets or where the defendant is engaged in speech about a trademark. 97 Injunctions might also be less common in dilution cases for similar reasons. 98 I think that result would align well with good trademark policy.
True, in the latter two cases it would be better if trademark law didn't overreach at all, as I and others have argued elsewhere. 99 But if trademark law is to reach, as it currently does, uses of a mark that don't actually do harm to the trademark owner or that have significant value as speech, eBay may reduce the harm overreaching trademark owners do by denying injunctions in those cases. 100 The key, however, is to prevent rote application of the eBay
